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THE FACE OF INTERNATIONAL AGRICULTURAL TRADE:
A VIEW FROM WASHINGTON
By Senator Max Baucus
July 24, 1987
I'D LIKE TO EXTEND A WARM WELCOME TO THOSE OF YOU
VISITING OUR GREAT STATE. I DON'T HAVE TO TELL
THE MONTANANS IN THIS ROOM HOW PROUD WE ARE OF
THIS PLACE.
WE ARE GLAD YOU ARE HERE, AND I WELCOME ALL OF YOU
TO THIS CONFERENCE. AND I'D LIKE TO THANK THE
MANSFIELD CENTER FOR PUTTING ON THIS EVENT.
THE MANSFIELD CENTER IS REALLY HELPING INCREASE
OUR UNDERSTANDING OF OUR EVER CHANGING WORLD.
PERHAPS THERE IS NO AREA CHANGING FASTER THAN
TRADE. IN FACT, WHEN IT COMES TO TRADE, THE WORLD
ISN'T CHANGING -- IT'S CHANGED.
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THE FORCES OF THE PAST FORTY YEARS THAT INFLUENCED
AND CONTROLLED TRADE ARE FALLING LIKE DOMINOS.
THEY ARE BEING REPLACED BY NEW SYSTEMS AND
TECHNIQUES. THEY ARE BASICALLY BEING PUSHED ASIDE
BY TECHNOLOGY.
INFORMATION, CAPITAL, CULTURE, COMMODITIES ARE ALL
BEING EXCHANGED ON A GLOBAL SCALE AT THE SPEED OF
LIGHT.
AS A RESULT, DECISIONS AFFECTING THE WORLD
ECONOMY ARE MADE NOT ONLY IN NEW YORK AND
WASHINGTON, BUT IN TOKYO, SEOUL, TAIPEI, OTTAWA
AND BONN.
POLITICAL DIFFERENCES AND IDEOLOGICAL BARRIERS ARE
BECOMING LESS INFLUENTIAL IN THE GLOBAL
COMPETITION FOR TRADE.
THE MOST RECENT EXAMPLE OF THIS WAS THE SOVIET
GRAIN EMBARGO.
THE UNITED STATES USED THE EMBARGO TO MAKE A
POLITICAL STATEMENT ABOUT THE SOVIET INVASION OF
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AFGHANISTAN. WELL, WE ALL KNOW THE SOVIETS ARE
STILL IN AFGHANISTAN TODAY.
THE EMBARGO DIDN'T MAKE A DIFFERENCE. OTHER
NATION'S STEPPED IN TO SELL THE SOVIETS WHEAT AND
AMERICAN FARMERS LOST THEIR LARGEST EXPORT
MARKET.
OUR POLITICAL STATEMENT BECAME AN ECONOMIC
BLUNDER.
IT JUST GOES TO.SHOW THAT THERE ARE MANY MORE
ECONOMIC PLAYERS TODAY AND OUR POLICIES NEED TO
REFLECT AN UNDERSTANDING OF THIS CRUCIAL FACT:
AMERICA IS NO LONGER THE BIG BOY ON THE BLOCK.
WE NO LONGER COMMAND HUGE SHARES OF WORLD
PRODUCTION LIKE WE DID AFTER WORLD WAR II. NOR
DOES THE UNITED STATES DOMINATE THE DEVELOPMENT
AND CONTROL OF TECHNOLOGY.
IN AGRICULTURE, AS YOU ALL KNOW TOO WELL, AMERICA
STILL HOLDS A STRONG POSITION IN THE WORLD. BUT
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WE HAVE SEEN A STEADY AND DISTURBING EROSION OF
OUR EXPORT MARKET.
OUR $5.4 BILLION TRADE SURPLUS IN 1986 WAS DOWN
FROM $26 BILLION IN 1980. AND IN '86, AS YOU
RECALL, WE ACTUALLY RAN A DEFICIT IN AGRICULTURAL
TRADE FOR A FEW MONTHS.
YEARS AGO WE CALLED OURSELVES THE "BREADBASKET TO
THE WORLD". NOW OTHER NATIONS KNOW HOW TO PRODUCE
FOOD JUST AS EFFICIENTLY AS WE DO. AND THEY WANT
A PIECE OF THE ACTION TOO.
ITS A WHOLE NEW BALL GAME.
OF COURSE, AGRICULTURE ISN'T ALONE WITH ITS
PROBLEMS. AGRICULTURE PROVIDES THE ONLY REAL GOOD
NEWS ON THE TRADE FRONT. THE UNITED STATES TRADE
DEFICIT IS ALARMING.
LAST YEAR IT WAS OVER $170 BILLION. AND THE
PROBLEM IS COMPOUNDED BY OUR HUGE FEDERAL BUDGET
DEFICIT.
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IN ONLY THREE YEARS -- 1982-1985 -- AMERICA
WENT FROM BEING THE WORLD'S LARGEST CREDITOR TO
THE WORLDS LARGEST DEBTOR NATION.
THIS DEVELOPMENT IS PARTICULARLY SERIOUS TAKEN IN
THE CONTEXT OF WORLD ECONOMIC DEVELOPMENT OVER THE
PAST SEVERAL DECADES.
IN 1941 "LIFE" MAGAZINE CALLED THIS "THE
AMERICAN CENTURY," AND WITH GOOD REASON. AT THAT
TIME WE PRODUCED ONE-THIRD OF THE WORLD'S
MANUFACTURED GOODS. AFTER THE WAR WE PRODUCED
HALF.
THAT ISN'T THE CASE ANYMORE. AND WE AS A NATION
HAVE TO COME TO GRIPS WITH THE NEW REALITY THAT
OTHER COUNTRIES ARE GOING TO BE CALLING SOME OF
THE ECONOMIC SHOTS FROM NOW ON.
PART OF THIS SHIFT IS A NATURAL ADJUSTMENT BETWEEN
NATIONS. MARKET SHARES HAVE TO SHRINK AS OTHER
NATIONS BECOME MORE PRODUCTIVE AND WANT TO
INCREASE THEIR STANDARD OF LIVING.
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IF WE WANT TO INCREASE OUR STANDARD OF LIVING --
AND FRANKLY WE'RE LOOSING GROUND -- WE HAVE TO
BECOME MORE COMPETITIVE BY WORKING HARDER AND
SMARTER -- BY DEVELOPING NEW MARKETS.
WE ALSO HAVE TO UNDERSTAND THAT GLOBAL TRADE, NOT
JUST DOMESTIC PRODUCTION, IS GOING TO THE BE
ENGINE OF GROWTH IN THE FUTURE.
AS A RESULT, WE HAVE TO TAKE A HARD LOOK AT HOW
AMERICA OPERATES IN THIS NEW ENVIRONMENT. WE NEED
TO LOOK HARD AT CORRECTING OUR WEAKNESSES AND
EXPLOITING OUR STRENGTHS.
A SIGNIFICANT EFFORT IN THIS AREA, AND ONE THAT
COULD HAVE FAR-REACHING IMPLICATIONS FOR EVERYONE
IN THIS ROOM, IS THE WHITE HOUSE PLAN TO CUT WORLD
AGRICULTURAL SUBSIDIES.
THREE WEEKS AGO THE ADMINISTRATION FORMALLY
UNVEILED ITS PROPOSAL. IT CALLED FOR THE
ELIMINATION OF ALL AGRICULTURAL PRICE SUPPORTS,
IMPORT BARRIERS AND EXPORT SUBSIDIES ON A GLOBAL
SCALE.
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IT IS BROAD IN SCOPE AND PROFOUND IN ITS POTENTIAL
IMPACT ON FARMERS, ON CONSUMERS, AND ON
GOVERNMENTS.
PART OF THE IMPETUS BEHIND THIS PLAN IS THE COST
OF FARM PROGRAMS. THE U.S. FARM PROGRAM COST
$25.8 BILLION LAST YEAR, UP NEARLY TENFOLD SINCE
1980. THERE IS TREMENDOUS PRESSURE TO FIND WAYS
TO CUT SPENDING, AND THE ADMINISTRATION IS LOOKING
HARD AT THE FARM PROGRAM.
I DON'T HAVE TO TELL YOU THAT THE GOING WILL BE
TOUGH ON THIS ONE, BOTH POLITICALLY AND
ECONOMICALLY. THIS IS AN IMMENSE UNDERTAKING BY
THE ADMINISTRATION. THE PRESIDENT MAY, IN MY
OPINION, HAVE BITTEN OFF MORE THAN HE CAN CHEW.
FOR SOME COMMODITIES I BELIEVE THERE IS
INTERNATIONAL POLITICAL CONSENSUS FOR ACTION.
A REAL OPPORTUNITY MAY EXIST FOR ACTION.
FOR SOME OTHER COMMODITIES, I'M NOT SO SURE THE
WHITE HOUSE PLAN IS A GOOD IDEA.
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LIBERALIZING WORLD TRADE IN WHEAT, SOYBEANS, AND
FEED GRAINS WOULD BE DESIRABLE, IN MY VIEW. THESE
COMMODITIES ALONE ACCOUNT FOR 80-PERCENT OF U.S.
AGRICULTURAL EXPORTS AND 67-PERCENT OF THE COST OF
THE U.S. FARM PROGRAM.
AND THEY ACCOUNT FOR 63-PERCENT OF WORLD
AGRICULTURAL TRADE.
WE STAND TO WIN ON BOTH FRONTS FROM A FREE, OPEN
MARKET IN THESE COMMODITIES -- WE COULD INCREASE
EXPORTS AND CUT GOVERNMENT SPENDING ON FARM
PROGRAMS.
THE OTHER EXPORTERS OF THESE COMMODITIES -- THE
EEC, ARGENTINA, CANADA, AUSTRALIA -- ALL
HAVE AN INTEREST IN THIS PROPOSAL. EACH STANDS TO
EITHER INCREASE ITS EXPORTS OR SIGNIFICANTLY
DECREASE GOVERNMENT COSTS.
THUS, THE POTENTIAL FOR AGREEMENT ON THESE
COMMODITIES IS STRONG.
ON THE OTHER HAND, BEEF, DAIRY, AND SUGAR STAND TO
LOOSE UNDER THE WHITE HOUSE PLAN. IF SUCH A
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SWEEPING PROPOSAL IS APPROVED, PRODUCERS OF THESE
PRODUCTS ARE LIKELY TO BE DRIVEN OUT OF BUSINESS
BY A FLOOD OF IMPORTS.
I STRONGLY DOUBT CONGRESS WOULD STAND BY AND WATCH
SO MANY FARMERS AND RANCHERS GO UNDER.
AND I DON'T THINK THE PUBLIC IS GOING TO EMBRACE
THE IDEA OF THROWING THESE GUYS TO THE FREE MARKET
OVERNIGHT -- ESPECIALLY AFTER HAVING LIVED THROUGH
THE DEREGULATION OF THE PHONE COMPANY AND AIRLINE
INDUSTRY.
THERE WILL HAVE TO BE SOME ASSURANCE THAT THE
DOMESTIC MARKET WILL NOT SUDDENLY BE DESTROYED BY
A SURGE OF IMPORTS. THAT WILL BE IMPORTANT TO
FARMERS AND RANCHERS, AND IT WILL BE IMPORTANT TO
MAKE THE POLITICS WORK.
THE MEAT IMPORT ACT, FOR EXAMPLE, REALLY ACTS AS A
SAFETY VALVE TO ENSURE THAT AMERICAN RANCHERS ARE
NOT HIT BY AN ALL OUT ASSAULT ON THEIR MARKET BY
IMPORTS. IT ASSURES THAT OUR CATTLEMEN -- WHO
RECEIVE NO DIRECT SUBSIDIES -- WILL ALWAYS HAVE A
LEVEL PLAYING FIELD.
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THE ADMINISTRATION PLAN CALLS FOR THE ELIMINATION
OF THE MEAT IMPORT ACT. I CAN'T SUPPORT THAT.
THE WHITE HOUSE PLAN ALSO CALLS FOR THE
ELIMINATION OF THE AGRICULTURAL EXTENSION SERVICE
AND THE COMMODITY LOAN SYSTEM.
THESE PROGRAMS HAVE HELPED AMERICA ENJOY RELIABLE
SOURCES OF FOOD AND DO NOT HAVE ANY EFFECT ON
WORLD TRADE.
THEY ARE LIFELINES FOR AMERICAN FARMERS AND SHOULD
NOT BE SWEPT ASIDE IN THE RUSH FOR A FREE TRADE
AGREEMENT.
HOWEVER, IN THE BROAD CONTEXT, THE THRUST BEHIND
THE ADMINISTRATION'S PROPOSAL MAKES SENSE. IN A
WORLD WHERE ECONOMIES ARE SO INTERDEPENDENT
GOVERNMENTS NEED TO BE FREE FROM THE ECONOMIC
BURDEN OF FARM SUBSIDIES AND COMPLEX QUOTA
SYSTEMS.
WE NEED TO DEVOTE OUR RESOURCES TO MORE PRODUCTIVE
ACTIVITIES.
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BUT THERE HAS TO BE A SENSITIVITY TO THE POLITICAL
OBSTACLES THAT EXIST, AND TO THE REALITY OF OUR
SITUATION.
I AM CONCERNED THAT THE ADMINISTRATION, IN ITS
COMMITMENT TO FREE TRADE, MAY HAVE LOST SIGHT OF
REALITY.
DESPITE ITS FLAWS, THE U.S. FARM PROGRAM HAS
SERVED THIS COUNTRY WELL. I WOULD NOT LIKE TO SEE
A HEAD-STRONG DISMANTLING OF THE PROGRAM FOR THE
SAKE OF ACHIEVING AN INTERNATIONAL AGREEMENT.
I AM ALSO CONCERNED THAT THE WHITE HOUSE MAY BE
SHOOTING TOO HIGH. THIS PROPOSAL ASKS A LOT FROM
OTHER COUNTRIES. ALREADY TWO OF THE MOST
IMPORTANT NATIONS INVOLVED WITH NEGOTIATIONS HAVE
DECLARED THE PROPOSAL OUT OF THE QUESTION.
DO WE WANT OR NEED TO FORCE A TOTAL RESTRUCTURING
OF THE AMERICAN FARM PROGRAM TO FACILITATE FREE
TRADE IN FARM PROGRAMS?
IT'S A QUESTION WE ALL MUST THINK ABOUT VERY
CAREFULLY. I DON'T FAVOR WORSHIPPING AT THE ALTER
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OF FREE TRADE, BUT I DO THINK THERE IS A NEED TO
IMPROVE THE SYSTEM THAT NOW EXISTS.
WE WANT TO INCREASE OUR EXPORTS. THAT SHOULD BE
OUR NUMBER ONE PRIORITY.
MY GOOD FRIEND CLAYTON YEUTTER, THE UNITED STATES
TRADE REPRESENTATIVE, WILL BE HERE TOMORROW TO
DISCUSS THIS PROPOSAL IN GREATER DETAIL.
WHEN YOU MEET WITH HIM I HOPE YOU PRESS HIM HARD
ON WHAT THE WHITE HOUSE PROPOSAL WOULD MEAN TO
YOU.
YOU SHOULD ALSO ASK HIM WHAT THE PROSPECTS ARE FOR
CONCLUDING THIS AGREEMENT IN THE NEXT FEW YEARS.
THIS IS A PROPOSAL THAT COULD LITERALLY CHANGE
YOUR LIVES. I HOPE THAT EACH OF YOU WILL LET ME
WHAT YOUR THOUGHTS ON THIS PLAN.
THE TRADE BILL
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THE OTHER SIGNIFICANT EFFORT ON TRADE AT THIS
MOMENT, BESIDES THE ADMINISTRATION PROPOSAL, IS
THE TRADE BILL WORKING ITS WAY THROUGH CONGRESS.
THE ADMINISTRATION IS ALREADY HUFFING AND PUFFING
ON THIS ONE -- SAYING THE BILL IN ITS PRESENT FORM
WILL BE VETOED.
AS YOU WATCH THIS DEBATE UNFOLD IN THE NEXT FEW
MONTHS YOU SHOULD KEEP A FEW THINGS IN MIND.
THE CONFERENCE COMMITTEE -- THE MEETING BETWEEN
MEMBERS OF THE HOUSE AND SENATE TO WORK OUT THE
DIFFERENCES BETWEEN OUR TWO BILLS -- IS REALLY
WHERE THIS BILL IS GOING TO BE WRITTEN.
WHO CONTROLS THE CONFERENCE WILL BE SIGNIFICANT.
SINCE THE BILL FELL UNDER THE JURISDICTIONS OF
MANY CONGRESSIONAL COMMITTEES, THERE IS A CHANCE
THAT EACH COMMITTEE WILL TRY TO DEFEND ITS TURF.
OR THE LEADERSHIP OF THE HOUSE AND SENATE -- IN
PARTICULAR SENATOR BYRD AND SPEAKER JIM WRIGHT --
WILL KEEP AN IRON GRIP ON THE CONFERENCE.
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WHO CONTROLS CONFERENCE WILL REALLY SET THE STAGE
FOR THE KIND OF POLITICAL SETTLEMENT THAT WILL BE
MADE WITH THE WHITE HOUSE ON THE TRADE BILL.
I BELIEVE THE PRESIDENT WILL SIGN A TRADE BILL BY
THE END OF THE YEAR. AND I THINK YOU WILL SEE
SOME ACCOMODATION BY CONGRESS TO THE PRESIDENT'S
CONCERNS ABOUT ADVERSARIAL TRADE AND HIS AUTHORITY
TO RETALIATE.
PROBABLY THE MOST MOST SIGNIFICANT THING ABOUT THE
SENATE BILL THAT WAS PASSED LAST TUESDAY IS WHAT
WAS NOT IN IT: THE GEPHARDT AMENDMENT.
THE GEPHARDT AMENDMENT IS PART OF THE HOUSE PASSED
BILL. IT SAYS WE SHOULD ERECT IMPORT BARRIERS
AGAINST NATIONS THAT EXPORT MUCH MORE TO AMERICA
THAN WE EXPORT TO THEM.
I THINK THE NATION'S FRUSTRATION WITH THE WORLD
TRADING SYSTEM, AND OUR OWN TRADE PROBLEMS, IS
MANIFESTED IN THE MOVEMENT BEHIND THE GEPHARDT
AMENDMENT.
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IT REALLY IS SAYING THAT WE NEED A WHOLE NEW
SYSTEM FOR TRADE -- ONE THAT IS UNILATERAL AND ONE
THAT SUPPORTS CLOSED MARKETS.
IT PASSED THE HOUSE BY A VERY NARROW MARGIN. AND
A WATERED DOWN VERSION WAS APPROVED BY THE SENATE.
THE SENATE AMENDMENT ON ADVERSARIAL TRADE IS
REALLY A "SUPER 301" PROVISION. GEPHARDT ON THE
OTHER HAND IS A MUCH MORE LOCK-STEP APPROACH.
THE FACT THAT SOMETHING AS UNWORKABLE AS THE
GEPHARDT APPEARED ON THE POLITICAL RADAR SAYS
SOMETHING ABOUT WHAT THE COUNTRY IS FEELING. AND
I THINK IT IS GOOD THAT THE GEPHARDT AMENDMENT
STIMULATED SO MUCH DEBATE.
SPEAKER WRIGHT WAS A BIG SUPPORTER OF THE GEPHARDT
AMENDMENT, AND IF HE IS DEEPLY INVOLVED IN
CONFERENCE ON THE TRADE BILL, THERE WILL BE A
LOT OF POLITICAL PRESSURE TO COME UP WITH A TOUGH
LINE ON ADVERSARIAL TRADE. .
THAT WOULD NOT BE GOOD FOR MONTANA OR AMERICA.
THE GEPHARDT AMENDMENT WOULD RESTRICT IMPORTS FROM
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JAPAN AND KOREA, OUR LARGEST TRADING PARTNERS FOR
AMERICAN WHEAT.
IF WE IMPOSE IMPORT BARRIERS, THESE COUNTRIES WILL
MOST CERTAINLY RETALIATE AGAINST US. THEIR FIRST
TARGET WILL PROBABLY BE WHEAT.
THOSE COUNTRIES WOULD TURN TO AUSTRALIA AND CANADA
FOR WHEAT, AND OUR FARMERS WOULD AGAIN BE LEFT
HOLDING THE BAG FOR BAD TRADE POLICY.
AS I SAID BEFORE, THE WORLD ECONOMIC SYSTEM HAS
CHANGED. THERE HAS BEEN A REVOLUTION IN
AGRICULTURE. THE BIG STICK APPROACH JUST WON'T
WORK ANY MORE. WE HAVE TO BE MORE SOPHISTICATED,
MORE SUBTLE, ABOUT OUR TRADE PRACTICES.
I THINK THE MORE MODERATE LEADERS ON THE
CONFERENCE -- CHAIRMAN BENTSEN, AND DANNY
ROSTENKOWSKI -- KNOW THIS. AND I THINK DESPITE
THE PRESSURE TO TAKE THE GEPHARDT APPROACH ON
ADVERSARIAL TRADE, THE FINAL BILL WILL HAVE
NOTHING IN IT EVEN REMOTELY LIKE THE GEPHARDT
AMENDMENT.
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AND THAT IS GOOD.
IT IS ALSO GOOD THAT THE SENATE INCLUDED SOME VERY
USEFUL PROVISIONS FOR FARMERS IN ITS BILL.
WE EXPANDED THE EXPORT ENHANCEMENT PROGRAM, A
PROGRAM THAT I BELIEVE HAS BEEN ONE OF OUR MOST
SUCCESSFUL AGRICULTURAL PROGRAMS.
WE ALSO ESTABLISH A MARKETING LOAN PROGRAM FOR ALL
AGRICULTURAL COMMODITIES IF, IN TWO YEARS, THE
ADMINISTRATION HASN'T REACHED AN INTERNATIONAL
CONSENSUS TO CUT SUBSIDIES.
I THINK THESE MOVES HELP SEND A CLEAR MESSAGE TO
OUR TRADING PARTNERS THAT WE ARE NOT GOING TO
STAND BY AND HAVE OUR MARKETS TAKEN AWAY.
I THINK WE SHOULD GIVE THE ADMINISTRATION PLAN ITS
DAY IN COURT. BUT I ALSO THINK WE SHOULD TAKE
OTHER STEPS TO CONCINCE OUR COMPETITORS TO
NEGOTIATE FAIR TRADE AGREEMENTS.
THEY MUST BE CONVINCED THAT WE ALL CAN PROFIT FROM
FAIR TRADE.
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CUBA AMENDMENT
I ALSO WANT TO MENTION AN AMENDMENT I OFFERED TO
THE TRADE BILL TO ALLOW WHEAT EXPORTS TO CUBA ON A
CASH-AND-CARRY-BASIS.
IT WAS DEFEATED, BUT I THINK WE MADE A GOOD CASE
ABOUT THE NEED TO GET DIPLOMACY OUT OF
AGRICULTURE. AS FAR AS I AM CONCERNED, WE SHOULD
START TRYING TO MAKE CUBA A MARKET FOR U.S.
AGRICULTURAL PRODUCTS.
THEN MAYBE WE CAN MAKE CUBA A MARKET FOR AMERICAN
IDEAS.
PAUSE
CLEARLY THERE IS A LOT GOING ON IN THE TRADE
WORLD. THE ADMINISTRATION'S PLAN AND THE
TRADE BILL ARE BUT TWO ELEMENTS OF A VERY COMPLEX
PICTURE.
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THE BOTTOM LINE IS THAT WE HAVE TO UNDERSTAND
THAT THERE IS A MAJOR READJUSTMENT OCCURING.
AMERICA IS STILL THE LEADER OF THE FREE WORLD.
BUT WE ARE NO LONGER GOING TO DOMINATE IT.
ALL OF US -- YOU AS BUSINESS LEADERS AND THOSE OF
US IN GOVERMENT -- HAVE TO RECOGNIZE THE BROAD
TRENDS THAT ARE UNDERWAY. TECHNOLOGICAL, AND
THEREFORE SOCIO-ECONOMIC CHANGE IS OCCURRING IN
THE WORLD FASTER THAN IT HAS EVER BEFORE.
WE HAVE TO BE RESPONSIBLE AS LEADERS IN MANAGING
THIS CHANGE -- IN GUIDING AMERICA THROUGH THIS
STRAIT.
THE TRADE BILL IS JUST A START. IT IS NOT GOING
TO SOLVE ALL OUR PROBLEMS, NOT BY A LONG SHOT.
WHAT WE CAN CHANGE ARE OUR ATTITUDES ABOUT HOW WE
VIEW OUR PLACE IN THE ,WORLD AND HOW WE DO
BUSINESS.
WE HAVE NO CHOICE. THE WORLD HAS CHANGED. AND
THE SOONER WE REALIZE THAT WE'VE CHANGED WITH IT,
THE BETTER OFF WE WILL BE.
